
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
* * * * *  

In the Matter of: 

THE APPLICATION OF DEWITT 1 
WATER DISTRICT FOR AN AD- ) 
JUSTMENT OF RATES PURSUANT ) CASE NO. 8798 
TO THE ALTERNATE PROCEDURE ) 
FOR SMALL UTILITIES ) 

ORDER ON REHEARING 

On August 25, 1983, the Commission issued an Order in 

t h i s  matter denying reconsideration on the issues of excess 

line loss and depreciation on contributed property, and 

allowing reconsideration on the issue of rate case expense. 

The Commission allowed D e w i t t  Water District ( " D e w i t t " )  to 

provide additional information In support of the  rate case 

expense including copies of invoices €or work performed for 

t h i s  case, a breakdown of hours billed, hourly rates for 

service6 rendered, a detailed description of the work 

performed and a statement as to why this l e v e l  of expense is 
reaeonable in t h i s  c a m .  

On September 8, 1983, the Commlsslon received a 

response to the Order from Jamee M. Honaker, counsel for 

D e w l t t .  A response was also filed by Starling S. Gregory, 

Receiver for East Knox County Kentucky Water District ("East 

Knox") and consultant to Dewitt, on September 9, 1983. The 

response submitted by Mr. Gregory contained details of the 

hours billed East Knox by Howard K. Bell, Consulting 



E n g i n e e r s ,  for w o r k  p e r f o r m e d  by M r .  G r e g o r y  a n d  o t h e r s  i n  

c o n n e c t i o n  w i t h  t h e  D e w i t t  ra te  case. 

The data  s u p p l i e d  by M r .  G r e g o r y  r e f l e c t e d  t o t a l  

c h a r g e s  of $2,687 for services r e n d e r e d  by  M r .  G regory  and 

associates a t  Howard K. B e l l .  The r a t e  b i l l e d  for  H r .  

Gregory's services was $67.50 per  h o u r  and  amounted to $2 ,295  

of t h e  t o t a l  b i l l .  

As a p a r t  of h i s  r e s p o n s e  t o  t h e  Order g r a n t i n g  

r e c o n s i d e r a t i o n ,  Mr. Gregory e x p l a i n e d  t h e  o p e r a t i n g  

a r r a n g e m e n t  be tween E a s t  Knox a n d  D e w i t t .  E a s t  Knox 

p r e s e n t l y  o p e r a t e s  D e w i t t  a s  i f  i t  were a p a r t  of its own 

s y s t e m  a l t h o u g h  s e r v i c e s  p r o v i d e d  by E a s t  Knox are generally 

paid for o n  a cost plus bas is .  East Knox is, a n d  h a s  been 

since November 15, 1968,  i n  r e c e i v e r s h i p  u n d e r  Orde r  of t h e  

United States District C o u r t .  M r .  G r e g o r y  is t h e  C o u r t  

a p p o i n t e d  r e c e i v e r  for E a s t  Knox. D e w i t t  has n o  e m p l o y e e s  

b u t  s i n c e  1982 three i n d i v i d u a l s  h a v e  s e r v e d  as 

c o m m i s s i o n e r s .  

S i n c e  D e w i t t  h a s  n o  e m p l o y e e s ,  t h e  s e r v i c e s  needed  to 

prepare and file a rate Increase request before t h i s  

Commission had to be p r o v i d e d  e i ther  by  p e r s o n n e l  of East 

KnOX ( s i n c e  t h e y  operate D e w f t t ) ,  by the commissioners of 

D e w i t t ,  or by an o u t s i d e  c o n s u l t a n t .  M r .  Gregory s t a t ed  t h a t  

E a s t  Knox c o n t r a c t s  w i t h  Howard K. B e l l  for s e r v i c e  

r e q u i r e m e n t s  s u c h  as are needed  i n  t h i s  i n s t a n c e .  None of 

t h e  r e p o r t e d  ra te  case e x p e n s e  was for s e r v i c e s  p r o v i d e d  by 

E a s t  Knox employees .  
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The Commiss ion  affirms its c o n c e r n  over t h e  excessive 

r a t e  case e x p e n s e  i n  t h i s  case. Morever, t h e  a r r a n g e m e n t  

whereby  the s e r v i c e s  of t h e  r e c e i v e r  of E a s t  Knox are b i l l e d  

a t  c o n s u l t a n t ' s  rates t h r o u g h  a p r i v a t e  c o n s u l t i n g  f i n n  is of 

c o n c e r n  t o  t h e  Commiss ion .  However, s i n c e  e v i d e n c e  h a s  b e e n  

s u b m i t t e d  r e f l e c t i n g  actual  ra te  case expense i n  excess of 

t h e  amount r e q u e s t e d  to be i n c l u d e d  by D e w i t t  i n  t h i s  case, 

t h e  Commiss ion  w i l l  allow t h e  pro forma a d j u s t m e n t  o r i g i n a l l y  

proposed by D e w i t t  for  r a t e - m a k i n g  purposes h e r e i n .  This 

a d j u s t m e n t  w i l l  r e s u l t  i n  a d d i t i o n a l  o p e r a t i n g  r evenues  of 

$500 . 
SUMMARY 

The Commiss ion ,  af ter  c o n s i d e r a t i o n  of the e v i d e n c e  of 

record a n d  b e i n g  adv i sed ,  is of the o p i n i o n  a n d  f i n d s  that 

the rates e s t a b l i s h e d  i n  t h e  Orde r  i n  t h i s  mat ter  i s s u e d  o n  

J u l y  15, 1983, should be m o d i f i e d  to produce a n  a d d i t i o n a l  

$500 i n  a n n u a l  revenues  based o n  t h e  a d d i t i o n a l  evidence 

p r e s e n t e d  i n  s u p p o r t  of t h e  pro forma a d j u s t m e n t  for rate 

case e x p e n s e .  

I T  IS THEREFORE ORDERED t h a t  t h e  C o m m i s s i o n ' s  Order 

e n t e r e d  J u l y  lS, 1983, i n  t h i s  matter be and it hereby is 

modi f i ed  in accordance w i t h  the above f i n d i n g  and a f f i r m e d  i n  

all other respects. 

IT IS FURTHER ORDERED t h a t  t h e  rates in Appendix A be 

mnd t h e y  heroby ero approved for aervlce r o n d o r e d  by D e w l t t  

on a n d  after t h e  d a t e  of this O r d e r .  
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IT IS FURTHER ORDERED that within 30 days Of the date 

of this Order Dewitt shall file with the Commission its 

r e v i s e d  t a r i f f  s h e e t s  s e t t i n g  o u t  t h e  rates approved h e r e i n .  

Done a t  Frankfor t ,  Kentucky, t h i s  3rd day of November, 1983. 

PUBLIC SERVICE COMMISSION 

ATTEST t 

S e c r e t a r y  



APPENDIX A 

APPENDIX TO AN ORDER OF THE P U B L I C  SERVICE 
COMMISSION I N  CASE NO. 8798 DATED November 3 ,  1983.  

The following rates are prescribed for the customers 

in the area served by Dewitt Water District. All other rates 

and charges not specifically mentioned herein shall remain 

the same as those in effect under authority of the Commission 

prior to the date of this Order. 

RATES: Monthly 

First 1,000 gallons 
Next 9,000 gallons 
Next  20,000 gallons 
Over 30,000 gallons 

$ 5.75 Minimum B i l l  
2.05 per 1,000 gallons 
1.65 per 1,000 gallons 
1.25 per 1,000 gallons 


